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DEPARTMENT  OF  THE  TREASURY 
Internal  Revenue  Service 
26  CFR  Part  Sc 
[T.D.  77951 

Clarification  of  Special  Rules  for 
Leases  Under  the  Economic  Recovery 
Tax  Act  of  1981 

agency:  Internal  Revenue  Service, 
Treasury. 

ACTION:  Temporary  regulations. 

summary:  This  document  contains 
amendments  which  clarify  the 
temporary  regulations  relating  to  the 
special  rules  for  leases  under  the 
Economic  Recovery  Tax  Act  of  1981. 
These  regulations  provide  guidance  to 
persons  executing  lease  agreements 
under  section  168(f)(8)  of  the  Internal 
Revenue  Code  of  1954. 

DATE:  Except  as  otherwise  provided,  the 
regulations  apply  with  respect  to  certain 
property  placed  in  service  after 
December  31, 1980. 

FOR  FURTHER  INFORMATION  CONTACT: 
John  Tolleris  of  the  Legislation  and 
Regulations  Division,  Office  of  Chief 
Counsel,  Internal  Revenue  Service,  1111 
Constitution  Avenue,  NW.,  Washington, 
D.C.  20224,  (202)  566-3829. 
SUPPLEMENTARY  INFORMATION: 

Background 

This  document  contains  amendments 
to  the  temporary  regulations 
promulgated  by  Treasury  Decision  7791 
regarding  special  rules  for  leases  under 
section  168(f)(8)  of  the  Internal  Revenue 
Code  of  1954,  which  were  published  in 
the  Federal  Register  for  October  23, 1981 
(46  FR  51907).  These  regulations  are 
included  in  Part  5c,  Temporary  Income 
Tax  Regulations  under  the  Economic 
Recovery  Tax  Act  of  1981,  and  will 
remain  in  effect  until  superseded  by 
later  final  regulations  with  respect  to 
section  168  concerning  the  accelerated 
cost  recovery  system  (ACRS). 

Explanation 

These  amendments  provide  a  number 
of  clarifications  with  respect  to  Treasury 
Decision  7791  which  promulgated 
temporary  regulations  under  section 
168(f)(8)  of  the  Internal  Revenue  Code  of 
1954  regarding  special  rules  for  leases. 
One  clarification  regards  the  disposition 
of  a  partnership  interest  in  a  section 
168(f)(8)  lease.  These  amendments  also 
provide  new  rules  regarding  a  lessee’s 
disposition  of  leased  property  in 
bankruptcy  or  other  similar  proceeding. 
Other  rules  clarify  the  application  of  the 
installment  sale  method  with  respect  to 
leases  under  section  168(f)(8).  Although 


the  amendments  regarding  bankruptcy 
and  similar  proceedings  are  prospective, 
taxpayers  may  elect  to  have  them  apply 
to  leasing  transactions  closed  before 
June  1, 1982. 

Inapplicability  of  Executive  Order  12291 

These  regulations  are  not  major 
legislative  regulations  for  purposes  of 
Executive  Order  12291  because  the 
economic  effect  of  these  regulations 
flows  principally  from  the  statutory 
provisions  upon  which  these  regulations 
are  based. 

Drafting  Information 

The  principal  author  of  these 
regulations  is  John  A.  Tolleris  of  the 
Legislation  and  Regulations  Division  of 
the  Office  of  Chief  Coimsel,  Internal 
Revenue  Service.  However,  personnel 
from  other  offices  of  the  Internal 
Revenue  Service  and  Treasury 
Department  participated  in  developing 
the  regulations,  both  on  matters  of 
substance  and  style. 

Adoption  of  Amendments  to  the 
Regulations 

PART  5c— TEMPORARY  INCOME  TAX 
REGULATIONS  UNDER  THE 
ECONOMIC  RECOVERY  TAX  ACT  OF 
1981 

Accordingly,  the  following 
amendments  to  26  CFR  Part  5c  are 
adopted: 

Paragraph  1.  Section  5c.l68  (f)(8)^l  is 
amended  by  revising  paragraph  (d)  to 
read  as  follows: 

§  5c.168(fK8)-1  Special  rules  for  leases. 

*  *  *  «  * 

(d)  Ownership  in  one  of  the  parties. 
Notwithstanding  any  other  section,  if 
neither  the  lessor  nor  the  lessee  would 
be  the  owner  of  the  property  without 
regard  to  section  168(f)(8),  or,  if  any 
party  with  an  economic  interest  in  the 
property  (other  than  the  lessor  or  lessee 
or  any  subsequent  transferee  of  their 
interests)  claims  ACRS  deductions  or 
any  investment  tax  credit  with  respect 
to  the  leased  property,  an  election  under 
section  168(f)(8)  with  respect  to  such 
property  shall  be  void  as  of  the  date  of 
the  execution  of  the  lease  agreement. 
***** 

Par.  2.  Section  5c.l68(^(8)-2  is 
amended  by  inserting  within  the  first 
sentence  of  paragraph  (a)(3)(ii)  the  term 
“(timely  filed  including  extensions  of 
time)”  after  the  term  “income  tax 
return",  by  revising  subparagraph  (5)  of 
paragraph  (a),  by  adding  after 
subparagraph  (5)  of  paragraph  (a)  new 
subparagraphs  (6),  (7),  and  (8),  and  by 
adding  new  examples  (3),  (4),  (5),  and  (6) 


in  paragraph  (b).  These  revised  and 
added  provisions  read  as  follows: 

§  5C.168  (fK8)-2  Election  to  characterize 
transaction  as  a  section  168(f)(8)  lease. 

(а)  Election  *  *  * 

(5)  Disposition  by  lessee.  Except  in 
the  case  of  transactions  described  in 
subparagraph  (6),  of  this  paragraph,  if 
the  lessee  (or  any  transferee  of  the 
lessee’s  interest)  sells  or  assigns  its 
interest  in  the  lease  or  in  the  property, 
the  agreement  will  cease  to  be 
characterized  as  a  lease  under  section 
168(f)(8)  as  ef  the  time  of  the  sale  or 
assignment  unless  the  transferee 
furnishes  to  the  lessor  within  60  days 
following  the  transfer  the  transferee’s 
written  consent  to  take  the  property 
subject  to  the  lease,  and  the  transferee 
and  lessor  file  a  statement  with  their 
timely  filed  Federal  income  tax  returns 
for  the  taxable  year  in  which  the 
transfer  occurs  containing  the  following 
information: 

(i)  The  name,  address,  and  taxpayer 
identifying  number  of  the  lessor  and  the 
transferee; 

(ii)  The  district  director’s  office  with 
which  the  income  tax  returns  of  the 
lessor  and  transferee  are  filed; 

(iii)  A  description  of  the  property;  and 

(iv)  Confirmation  of  the  transferee’s 
consent. 

See  §  5c.l68(f)(8)-8  for  the  Federal 
income  tax  consequence  where  an 
agreement  ceases  to  be  characterized  as 
a  lease  under  section  168(f)(8). 

(б)  Disposition  of  lessee’s  interest  in 
bankruptcy,  etc.,  or  similar  proceeding. 
In  the  case  of  an  agreement  executed 
after  May  31, 1982,  where  the  lessee’s 
interest  in  the  lease  or  in  the  property  is 
sold  or  assigned  in  a  bankruptcy, 
liquidation,  receivership,  a  court- 
supervised  foreclosure,  or  in  any  similar 
proceeding  for  the  relief  or  protection  of 
insolvent  debtors  in  Federal  or  State 
court,  the  agreement  will  continue  to  be 
characterized  as  a  lease  under  section 
168(f)(8)  and  the  purchaser  or  assignee 
shall  take  the  property  subject  to  the 
lease  if — 

(i)  Prior  to  the  consummation  of  the 
sale  or  assignment,  the  lessor  gives 
written  notice  of  its  Federal  income  tax 
ownership  to  the  judicial  or 
administrative  body  having  jurisdiction 
over  the  proceeding  and  to  the  debtor  in 
possession  of  the  interest  or,  if  at  such 
time  a  trustee,  receiver  or  similar  person 
has  been  appointed  by  the  court,  to  the 
person  appointed.  'The  notice  must 
contain  a  request  that  the  court  and  the 
debtor  or  the  person  appointed  provide 
a  copy  of  the  notice  to  the  purchaser  or 
assignee  prior  to  the  consummation  of 
the  sale  or  assignment.  Within  60  days 
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following  the  sale  or  assignment,  the 
lessor  must  provide  notice  of  its  Federal 
income  tax  ownership  cmd  copies  of  the 
lease  agreement,  and,  in  the  case  of  a 
sale  and  leaseback  transaction,  the 
lessor’s  purchase  money  obligation,  to 
the  pmchaser  or  assignee; 

(ii)  The  lessor  files  a  statement  with 
its  timely  filed  Federal  income  tax 
return  for  the  taxable  year  in  which  the 
sale  or  assignment  occurs  containing  the 
following  information: 

(A)  The  name,  address,  and  taxpayer 
identifying  number  of  the  lessor  and  the 
purchaser  or  assignee; 

(B)  The  district  director’s  office  with 
which  the  Federal  income  tax  returns  of 
the  lessor  and  purchaser  or  assignee  are 
filed: 

(C)  A  description  of  the  property;  and 

(iii)  Prior  to  the  consummation  of  the 
sale  or  assignment,  all  secured  lenders 
of  the  lessee  with  interests  in  the 
property,  which  interests  arose  not  later 
than  the  time  the  lessee  first  used  the 
property  under  the  lease  (and  which 
were  perfected  in  accordance  with 
applicable  local  law),  specifically  either 
exclude  or  release  in  writing  the  Federal 
income  tax  ownership  of  the  property 
firom  their  interests. 

The  purchaser  or  assignee  of  the  interest 
with  respect  to  which  this  paragraph 
applies  shall  file  a  statement  with  its 
timely  filed  Federal  income  tax  return 
for  the  taxable  year  in  which  the  sale  or 
assignment  occms  containing  the 
information  described  in  subdivision  (ii) 
of  this  Subparagraph.  If  the  interest  is 
subsequently  transferred  (other  than  in 
a  bankruptcy,  liquidation,  receivership, 
court-supervised  foreclosure,  or  similar 
proceeding)  during  the  term  of  the  lease, 
the  agreement  will  continue  to  be 
characterized  as  a  lease  under  section 
168(f)(8)  and  the  transferee  will  take  the 
property  subject  to  the  lease  if  either  (A) 
the  lessor  gives  the  transferee,  prior  to 
the  transfer,  a  copy  of  the  lease,  written 
notice  of  its  Federal  income  tax 
ownership,  and.  in  the  case  of  a  sale  and 
leaseback  transaction,  a  copy  of  the 
lessor’s  purchase  money  obligation,  and 
the  lessor  files  a  statement  with  its 
timely  filed  Federal  income  tax  return  as 
described  in  subdivision  (ii)  of  this 
subparagraph,  or  (B)  within  60  days 
following  the  transfer,  the  transferee 
agrees  in  writing  to  take  the  property 
subject  to  the  lease  and  the  lessor  and 
transferee  file  a  statement  with  their 
timely  filed  Federal  income  tax  returns 
within  the  time  and  in  the  manner 
described  in  paragraph  (a)(5)  of  this 
section.  However,  an  agreement  will  not 
continue  to  be  characterized  as  a  lease 
under  this  subparagraph  if,  under 
another  applicable  provision,  it  would 


cease  to  be  characterized  as  a  lease.  See 
§  5c.l68(f)(8)-8  for  the  Federal  income 
tax  consequences  where  an  agreement 
ceased  to  be  characterized  as  a  lease 
under  section  168(f)(8). 

(7)  Consequences  of  taking  the 
property  subject  to  the  lease  agreement 
For  purposes  of  §  5c.l68(f)(8)-l  through 
§  5cl68(f)(8)-ll,  in  a  situation  where  a 
transferee  of  a  lessee’s  interest  acquires 
the  property  subject  to  the  lease,  the 
transferee  shall  be  deemed  to  have 
acquired  a  leasehold  interest  in  the 
property  equal  to  the  remaining  lease 
term,  any  unpaid  obligation  of  the  lessor 
arising  in  connection  with  the  sale  of  the 
property  by  the  original  lessee  in  a  sale 
and  leaseback  transaction,  cmd  any 
option  of  the  lessee  to  purchase  the 
property.  Any  consideration  paid  by  the 
transferee  for  the  property  shall  be 
allocated  to  the  lessor’s  obligation  to  the 
extent  of  the  unpaid  balance  of  the 
obligation.  Any  excess  over  the  unpaid 
balance  shall  be  allocated  between  the 
leasehold  interest  and  the  purchase 
option  in  proportion  to  their  relative  fair 
market  values.  As  the  new  lessee,  the 
transferee  shall  not  be  entitled  to  claim 
any  ACRS  deduction  with  respect  to  the 
property  while  the  lease  remains  in 
effect  and  shall  not  be  entitled  to  any 
investment  tax  credit  with  respect  to  the 
property.  The  transferee  shall  report 
interest  income  on  the  lessor’s 
obligation,  and  shall  be  entitled  to 
deduct  the  rent  paid  imder  the  lease,  in 
accordance  with  §  5c.l68(f)(8)-7.  In 
addition,  the  transferee  shall  be  entitled 
to  amortize  the  portion  of  its  cost  * 
allocable  to  the  leasehold  interest. 
Coversely,  as  long  as  the  lease  remains 
in  effect,  the  lessor  will  continue  to  be 
recognized  as  the  owner  of  the  property 
for  Federal  income  tax  purposes,  shall 
be  required  to  report  rents  due  imder  the 
lease,  and  shall  be  entitled  to  deduct 
interest  on  its  obligation. 

(8)  Election  to  treat  certain  leases 
under  subparagraph  (6)  rules.  The  lessor 
under  a  section  168(f)(8)  lease  executed 
on  or  before  May  31, 19^  may  elect  to 
have  the  provisions  of  paragraph  (a)(6) 
of  this  section  apply  in  the  case  of  a  sale 
or  assignment  of  the  lessee’s  interest  in 
the  lease  or  in  the  property  in  a 
bankruptcy,  receivership,  liquidation, 
court-supervised  foreclosure,  or  similar 
proceeding.  The  election  of  the  lessor 
with  respect  to  any  leased  property  may 
be  made  at  any  time  prior  to  the 
consummation  of  any  sale  or  assignment 
of  such  property  in  a  bankruptcy,  etc.,  or 
similar  proceeding,  by  complying  with 
the  provisions  of  subparagraph  (6)  of 
this  paragraph. 

(b)  Examples,  *  *  * 


Example  (3),  X  Corp.  (as  lessee)  sells 
certain  new  equipment  to  Y  Corp.  (as  lessor) 
and  leases  it  back  under  a  section  168(f)(8) 
lease.  During  the  term  of  the  lease  X  seUs  its 
interest  in  the  property  to  T  Corp.  (other  than 
in  a  bankruptcy  or  similar  proceeding),  and  T 
does  not  give  Y  a  written  consent  to  take  the 
property  subject  to  the  leased.  The  agreement 
ceases  to  be  treated  as  a  lease  under  section 
168(f)(8)  as  of  the  date  of  the  sale. 

Sample  (4),  The  facts  are  the  same  as  in 
example  (3)  except  that  the  sale  of  the 
property  takes  place  while  X  is  under  the 
jurisdiction  of  a  court  in  a  bankruptcy 
proceeding.  All  lenders  of  X  having  perfected 
interests  in  the  property  that  arose  by  the 
time  the  property  was  first  used  under  the 
lease  have  spec^cally  either  excluded  or 
released  the  ownership  of  the  property  for 
Federal  income  tax  purposes  ^m  their 
interests.  Within  the  required  time  periods.  Y 
gives  appropriate  notification  to  the  court,  the 
bankruptcy  trustee,  and  T  that  the  property  is 
subject  to  the  lease  and  files  the  required 
statement  with  its  Federal  income  tax  return 
for  the  taxable  year  in  which  the  sale  occurs. 
The  agreement  continues  to  be  treated  as  a 
lease  under  section  168(f)(8).  T  will  take  the 
property  subject  to  the  lease.  T  miut  allocate 
the  purdase  price  among  the  lessor's  note, 
the  leasehold  interest,  and  the  option  (if  any) 
to  purchase  the  property. 

Example  (5).  'Ihe  facts  are  the  same  as  in 
example  (4),  except  that  one  lender  of  X 
having  a  perfected  and  timely  interest  in  the 
property  does  not  specifically  exclude  or 
release  the  Federal  income  tax  ownership  of 
the  property  from  its  interest  The  agreement 
will  cease  to  be  treated  as  a  lease  under 
section  168(f)(8)  as  of  the  date  of  the  transfer 
to  T.  The  residt  would  be  the  same  if  Y  failed 
to  furnish  any  of  the  notices  required  by 
subdivision  (i)  of  paragraph  (a)  and  (6)  or 
failed  to  file  a  statement  as  required  by 
subdivision  (ii)  of  paragraph  (a)(6). 

Example  (6).  The  facts  are  the  same  as  in 
example  (4).  In  addition,  during  the  term  of 
the  lease  T  transfers  the  property  to  U  Corp. 
and  Y  fails  to  furnish  U  with  written  notice 
that  the  property  is  subject  to  the  lease  prior 
to  the  sale  and  U  refuses  to  agree  to  consent 
to  the  lease  agreement.  Ihe  agreement  will 
cease  to  be  treated  as  a  lease  under  section 
166(f)(8)  as  of  the  date  of  the  transfer  to  U. 
The  result  would  be  the  same  if  Y  furnished 
U  with  timely  written  notice  of  its  tax 
ownership  but  failed  to  file  the  required 
statement  with  its  tax  return  for  its  taxable 
year  in  which  the  sale  occurred. 

Par.  3.  Section  5c.l68(f)(8)-3  is 
amended  by  revising  paragraph  (c)  and 
Example  (2)  of  paragraph  (d).  The 
revised  provisions  read  as  follows: 

§  5c.168(fK8)-3  Requirements  for  lessor. 
***** 

(c)  One  tax  owner  per  property.  Only 
one  person  may  be  a  qualified  lessor 
under  section  168(f)(8)  with  respect  to 
leased  property.  ’Ihus,  property  that  is 
subject  to  a  lease  under  section  168(f|(8) 
may  not  be  subleased  under  a  lease  for 
which  a  section  168(f)(8)  election  is 
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made.  In  addition,  if  a  lessor  sells  or 
assigns  in  a  taxable  transaction  its 
interest  in  a  section  168(f)(8)  lease  or  in 
the  underlying  property,  the  lease  shall 
cease  to  qualify  under  section  168(f)(8) 
and  no  other  lease  may  be  executed 
under  section  168(f)(8)  with  respect  to 
the  property.  The  preceding  sentence 
applies  to  a  sale  or  assignment  of  its 
interest  by  a  partner  of  a  lessor  that  is  a 
partnership  described  in  paragraph 

(a)(2)  of  this  section  or  by  a  beneficiary 
of  a  lessor  that  is  a  trust  described  in 
paragraph  (a)(8)  of  this  section.  See 
§  5c.l68(f)(8)-8  for  the  Federal  income 
tax  consequences  where  a  lease  ceases 
to  qualify  under  section  168(f)(8). 
However,  lease  brokers,  agents,  etc., 
may,  for  example,  prepare  executory 
contracts  with  the  lessee  whereby  the 
broker’s  assignee  may  execute  a  lease 
as  lessor,  and,  if  die  requirements  of 
section  168(f)(8)  and  §  §  5c.l68(f)(8)-l 
through  5c.l68(f)(8)-ll  are  met,  the  lease 
will  qualify  under  section  168(f](8]. 

(d)  Examples.  The  application  of 
paragraph  (c)  may  be  illustrated  by  the 
following  examples:  *  *  * 

Example  (2).  X  Coip.,  which  wishes  to 
acquire  certain  equipment  for  use  in  its 
business  and  to  transfer  ownership  of  the 
property  for  Federal  income  tax  law 
purposes,  purchases  the  equipment  and 
enters  into  an  executory  contract  with  LB,  a 
lease  broker,  imder  whidi  X  agrees  to 
execute  a  section  168(f)(8)  lease  as  lessee 
with  a  third  party  lessor.  At  a  later  date  (but 
within  the  prescribed  3-month  period),  LB 
arranges  for  X  and  T  Corp.  (which  wishes  to 
secure  Federal  income  tax  law  invnership)  to 
execute  a  lease  agreement  m  accordance 
with  §  5c.l68(f)(8)-2.  The  lease  will  quahfy 
for  treatment  under  section  ie8(f](8]. 


Par.  4.  Section  168Cf)(8)-6  is  amended 
by  revising  the  first  sentence  of 
paragraph  (b)(4]  to  read  as  follows: 

§  5c.168(f)<8>-6  Qualified  leased  iproperty. 
*  *  *  *  « 

(b)  Special  rules.  *  *  * 

(4)  Foreign  lessees.  In  addition  to  die 
other  provisions  of  this  secdon,  property 
which  is  leased  under  a  section  168(f)(8) 
lease  to  a  foreign  person  shall  not  be 
qualified  leased  property  unless  the 
gross  income  attributable  to  the 
property  from  ad  sources  (determined 
without  regard  to  section  872(a)  or 
882(b)j  is  effecdvely  connected  with  a 
trade  or  business  within  the  United 
States,  and  the  taxable  income,  if  any, 
attributable  to  the  property  is  subject  to 
tax  under  section  871(b)(l.)  or  882(aJ(l.). 


Par.  5.  Section  5c.l68(fj(8)-7  is 
amended  by  revising  paragraph(b),  by 
revising  so  much  of  paragraph(c)(l), 

(c](l)(i)  and  (cXl)(u)  as  precedes  the 
flush  material,  and  by  revising  the  first 
sentence  of  paragraph(d)(l).  The 
revised  provisions  read  as 
follows: 

§  5c.168(f)(8)-7  Reporting  of  income, 
deductions,  and  Investment  tax  credit;  at 
risk  rules. 

(b)  Requirements  for  sale  and 
leaseback  transaction.  If  the  property 
leased  is  financed  by  the  lessee  (or  a 
related  party  of  the  leasee)  in  a  sale  and 
leaseback  transaction,  the  lease  will  not 
qualify  under  section  166(f)(8)  rmless — 

(1)  The  term  of  the  lessor’s  purchase 
money  obligation  is  coterminous  with 
the  term  the  lease,  and 

(2)  The  lessor’s  obligation  bears  a 
reasonable  rate  of  interest.  For  this 
purpose,  a  rate  of  interest  shall  be 
presumed  to  be  reasonable  if,  on  the 
date  the  agreement  is  executed,  it  is 
within  3  percentage  points  of  (i)  the  rate 
in  effect  under  section  6621,  the  prime 
rate  in  effect  at  any  local  commercial 
bank,  or  the  most  recent  applicable  rate 
determined  by  the  Secrets^  under 

§  1.385-6  (e)(2)(i),  or  (ii)  an  arm’s4ength 
rate  as  defin^  in  1 1.482-2,  or  (iii)  any 
rate  between  any  two  of  the  rates 
described  by  subdivisions  (i)  and  (ii)  of 
this  paragraph(b)(2). 

(c)  Interest  deductions  and  income — 
(1)  Deductibility  from  income.  In 
determining  flie  amoimtof  interest  that 
a  lessor  may  deduct  in  a  taxable  year 
with  respect  to  its  purchase  money 
obligation  given  to  the  lessee  or  to  a 
third  party  creditor,  the  lessor  may  not 
claim  a  deduction  that  would  be — 

(i)  Greater  than  a  deduction  that 
would  be  allowed  to  an  accrual  basis 
taxpayer  under  a  level-payment 
mortgage,  amortized  over  a  period  equal 
to  the  term  of  the  lessor’s  obligation,  or 

(ii)  Less  fiian  a  deduction  that  would 
be  allowed  to  an  accrual  basis  taxpayer 
under  a  straight  line  amortization  of  the 
principal  over  the  term  of  fhe  lessor’s 
obligation.  *  *  * 

(d)  Rental  income  and  deductions — (1) 
Deductibility  from  mcome.  The  amount 
of  the  lessee's  rmit  dedocfion  under  a 
section  188  (^(6)  lease  with  respect  to 
any  taxable  year  shall  be  a  pro  rata 
portion  of  the  aggregate  amount  required 
to  be  pmd  by  the  lessee  to  the  lessor 
under  the  terms  'of  the  lettse  agreement. 

*  4t  * 


amended  by  revising  subparagraphs  (2) 
and  (3)  of  paragraph  (b),  by  adding  new 
subparagraphs  (10),  (11),  and  (12)  to 
paragraph  (b),  mMi  by  adding  a  new 
sentence  at  the  end  of  paragraph  (d). 

The  revised  and  added  provisions  read 
as  follows: 

§  5c.168(f)(&)-8  Loss  of  section  t68  (fK8) 
protection:  recapture. 

(b)  Events  which  cause  an  agreement 
to  cease  to  be  characterized  as  a  lease. 

*  It  * 

(2)  The  failure  by  the  lessor  to  timely 
file  the  required  information  return 
described  in  §  5c.l68(f)(8)-2(a}(3)  by  the 
due  date  of  its  Federal  income  tax  return 
(taking  extensions  into  account)  for  the 
taxable  year  in  which  the  leasing 
transaction  occurred. 

(3)  The  lessee  (or  any  transferee  of  the 
lessee’s  interest]  sells  or  assigns  its 
'interest  in  the  lease  or  in  the  qualified 
leased  property  in  a  transaction  not 
described  in  §  5c.l68(f)(8)-2(a)(6)  and 
the  transferee  fails  to  execute,  within 
the  prescribed  time,  the  consent 
descrfljed  in  §  5c.l68(f)(8)-2(a)(5),  or 
either  the  lessor  or  the  transferee  fail  to 
file  statements  with  their  income  tax 
returns  as  required  by  that  paragraph. 

it  It  *  it  it 

(10)  The  property  is  transferred  in  a 
bankruptcy  or  similar  proceeding  and 
the  lessor  fails  either  to  furnish  the 
appropriate  notification  or  to  file  a 
statement  with  its  income  tax  return  as 
required  by  §  5c.l68(f)(8]-2(a)(6). 

(11)  The  propmty  is  transferred  in  a 
banknq)tcy  or  similar  proceeding  and 
not  all  lenders  with  perfected  and  timely 
interests  in  the  property  speciftoally 
exclude  m  release  die  Federal  iiKxxme 
tax  ownership  of  the  property  as 
required  uitdm'  {  Sc.l68(^(8)-2(a)(6)(iii.) 

(12)  ’The  property  is  transferred 
subsequent  to  a  bankruptcy  or  similar 
proceeding  and  the  lessor  fails  to  furnish 
notice  to  the  transferee  prior  to  the 
transfer  or  fails  to  file  a  statement  with 
its  income  tax  return,  and  either  the 
lessor  fails  to  secure  the  transferee’s 
consent  or  the  lessor  or  the  transferee 
fail  to  file  statements  with  their  returns. 
***** 

(d)  Consequence  of  loss  of  safe  harbor 
protection.  *  *  *  A  disposition  that 
results  from  a  disqualifying  event  shall 
not  be  treated  as  an  mstedfanent  sale 
under  section  453. 


*  *  * 


Pat.  6.  Section  5c.l88(ft(8)-8  is 
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There  is  a  need  for  immediate 
guidance  with  respect  to  the  provisions 
contained  in  this  Treasury  decision.  For 
this  reason,  it  is  found  impracticable  to 
issue  it  with  notice  and  public  procedure 
under  subsection  (b)  of  section  553  of 
Title  5  of  the  United  States  Code  or 
subject  to  the  effective  date  limitation  of 
subsection  (d)  of  that  section. 

(Sec.  168(n(8)(G),  7805,  Internal  Revenue 
Code  of  1954  (95  Stat.  216  (26  U.S.C. 
ie8(f)(8)(G));  and  68A  Stat.  917,  (26  U.S.C. 
7805)) 

Roscoe  L.  Egger,  fr.. 

Commissioner  of  Internal  Revenue. 

Approved:  November  10, 1981. 

|ohn  E.  Chapotoo, 

Assistant  Secretary  of  the  Treasury. 

[FR  Doa  81-32967  Filed  11-10-61;  4:S9  pm] 
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AGENCY  PUBUCATION  ON  ASSIGNED  DAYS  OF  THE  WEEK 

The  following  agencies  have  agreed  to  publish 
all  documents  on  two  assigned  days  of  the  week 
(Monday/Thursday  or  Tuesday/Friday). 

This  is  a  voluntary  program.  (See  OFR 

NOTICE  41  FR  32914,  August  6, 1976.) 
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Documents  normally  scheduled  for  publi-  Comments  should  be  submitted  to  the  Day- 
cation  on  a  day  that  will  be  a  Federal  of-the-Week  Program  Coordinator,  Office 

holiday  will  be  published  the  next  work  day  of  the  Federal  Register,  National  Archives 
following  the  holiday.  Comments  on  this  and  Records  Service,  General  Services 
program  are  still  invited.  Administration,  Washin^on,  D.C.  20408. 

REMINDERS 


Note:  No  public  bills  which  have  become  law  were  received  by  the 
Office  of  the  Federal  Register  for  inclusion  in  today’s  List  of  Public 
Laws. 

Last  Listing  November  10, 1981 


Just  Released 


Code  of 
Federal 
Regulations 

Revised  as  of  July  1, 1981 


Quantity  Volume 


Price 


Amount 


Title  36— Parks,  Forests,  and  Public  Property 
(Parts  l.to  199) 

Title  41— Public  Contracts  and  Property  Management 
(Chapters  10-17) 


Total  Order 


A  Cumulative  checklist  of  CFR  issuances  for  1981  appears  in  the  back  of  the  first  issue  of  the  Federal  Register 
each  month  in  the  Reader  Aids  section.  In  addition,  a  checklist  of  current  CFR  volumes,  comprising  a  complete 
CFR  set,  appears  each  month  in  the  LSA  (List  of  CFR  Sections  Affected). 


Please  do  not  detach 


Order  Form 


Mall  to:  Superintendent  of  Documents,  U.S.  Governmant  Printing  Office,  Washington,  D.C.  20402 


Enclosed  find  S - Make  check  or  money  order  payable 

to  Superintendent  of  Documents.  (Pleaae  do  not  tend  cash  or 
stamps).  Inctuds  an  sddWonal  25%  for  foreign  mailing. 

Chaigs  to  my  O^toril  Aooouni  No. 

ri  I  1 1 1 1  i-n 

Order  No. _ 


Please  send  me  the  Coda  of  Federal  Regulatlona  publications  I  have 
selected  above. 

Name— First,  Last 


>tate  ZIP  Code 


(or  Country) 


PLEASE  PRINT  OR  TYPE 


OedK  Caid  Oidam  Only 

Total  charges  $ _ 

Credit  I — I — I — r- 

Card  No.  I  I  I  I 

Expiration  Date  < — r 
Month/Year  I  I 


Fill  in  the  boxes  below. 


For  Office  Use  Only. 

_ Quantity  Charges 

Enclosed 
To  be  mailed 
Subscriptions 

Postage _ 

Foreign  handling 

MMOB _ _ 

OPNR _ 

UPNS _ 

Discount  _______ 

Refund 


